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Attorneys for the Department of Insurance

BEFORE THE DIRECTOR OF THE DEPARTMENT OF INSURANCE

OF THE STATE OF IDAHO

In the Matter of:

BLUE CROSS OF IDAHO HEALTH

SERVICE, INC.

Certificate of Authority No. 1900
NAIC No. 60095

The State of Idaho, Department of Insurance (“Department™), having conducted an
examination of the affairs, transactions, accounts, records, and assets of Blue Cross of Idaho
Health Service, Inc. (“Blue Cross™), pursuant to Idaho Code § 41-219(1), hereby alleges the
following facts that constitute a basis for issuance of an order, pursuant to Idaho Code § 41-
227(5)(a), adopting the Report of Examination of Blue Cross of Idaho Health Service, Inc. as of

December 31, 2016 (“Report™), as filed.

1 Blue Cross is an Idaho-domiciled insurance company licensed to transact
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FINDINGS OF FACT

disability insurance, including managed care, in Idaho under Certificate of Authority No. 1900.
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2. The Department completed an examination of Blue Cross pursuant to Idaho Code
§ 41-219(1) on or about September 11, 2018. The Department’s findings are set forth in the
Report.

3. Pursuant to Idaho Code § 41-227(4), a copy of the Report, verified under oath by
the Department’s examiner-in-charge, was filed with the Department on September 14, 2018,
and a copy of such verified Report was transmitted to Blue Cross on September 20, 2018. A
copy of the verified Report is attached hereto as Exhibit A.

4. Pursuant to Idaho Code § 41-227(4), Blue Cross had thirty (30) days from
September 20, 2018, to make a written submission or rebuttal with respect to any matters
contained in the Report. No such written submission or rebuttal was received by the Department
from Blue Cross.

CONCLUSIONS OF LAW

5. Idaho Code § 41-227(5)(a) provides that “[w]ithin thirty (30) days of the end of
the period allowed for the receipt of written submissions or rebuttals, the director shall fully
consider and review the report, together with any written submissions or rebuttals and relevant
portions of the examiner’s work papers” and shall enter an order adopting the report of
examination as filed or with modifications or corrections.

6. Having fully considered the Report, the Director concludes that Blue Cross meets
the minimum capital and surplus requirements set forth in Idaho Code § 41-313.

ORDER

NOW, THEREFORE, based on the foregoing, IT IS HEREBY ORDERED that the

Report of Examination of Blue Cross of Idaho Health Service, Inc. as of December 31, 2016 is

hereby ADOPTED as filed, pursuant to Idaho Code § 41-227(5)(a).
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IT IS FURTHER ORDERED, pursuant to Idaho Code § 41-227(8), that the adopted
Report is a public record and shall not be subject to the exemptions from disclosure provided in
chapter 1, title 74, Idaho Code.

IT IS FURTHER ORDERED, pursuant to Idaho Code § 41-227(6)(a), that, within thirty
(30) days of the issuance of the adopted Report, Blue Cross shall file with the Department’s
Deputy Chief Examiner affidavits executed by each of its directors stating under oath that they
have received a copy of the adopted Report and related orders.

IT IS SO ORDERED.

DATED this % _day of Némﬂw,zols.

STATE OF IDAHO
DEPARTMENT OF INSURANCE

DEAN L. CAMERON
Director
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NOTIFICATION OF RIGHTS

This Order constitutes a final order of the Director. Any party may file a motion for
reconsideration of this final order within fourteen (14) days of the service date of this order. The
Director will dispose of the petition for reconsideration within twenty-one (21) days of its
receipt, or the petition will be considered denied by operation of law. See, Idaho Code
§ 67-5246(4).

Pursuant to Idaho Code §§ 67-5270 and 67-5272, any party aggrieved by this final order
may appeal it by filing a petition for judicial review in the district court of the county in which:
(1) the hearing was held; or (2) the final agency action was taken; or (3) the aggrieved party
resides or operates its principal place of business in Idaho; or (4) the real property or personal
property that was the subject of the agency decision is located. An appeal must be filed within
twenty-eight (28) days of: (a) the service date of this final order; or (b) an order denying a
petition for reconsideration; or (c) the failure within twenty-one (21) days to grant or deny a
petition for reconsideration, whichever is later. See, Idaho Code § 67-5273. The filing of a
petition for judicial review does not itself stay the effectiveness or enforcement of the order

under appeal.
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that, on this QZE(day of MAualect/ ., 2018, 1 caused a
true and correct copy of the foregoing ORDER ADOPTING REPORT OF EXAMINATION AS
OF DECEMBER 31, 2016 to be served upon the following by the designated means:

Blue Cross of Idaho Health Service, Inc. [ ] first class mail
Attn: Charlene Maher, President and CEO E] certified mail
3000 E. Pine Avenue [ ] hand delivery
Meridian, ID 83642 [ ] email

Nathan Faragher [] first class mail
Chief Examiner, Company Activities Bureau Chief [ ] certified mail
Idaho Department of Insurance [] hand delivery
700 W. State Street, 3™ Floor X email

P.O. Box 83720
Boise, ID 83720-0043
nathan.faragher@doi.idaho.cov

Hermoliva Abejar

Chief Deputy Examiner

Idaho Department of Insurance
700 W. State Street, 3™ Floor
Boise, ID 83720-0043
hermoliva.abejar@doi.idaho.gov

Judy L. Geier

Deputy Attorney General
Idaho Department of Insurance
700 W. State Street, 3™ Floor
P.O. Box 83720

Boise, ID 83720-0043
judy.geier@doi.idaho.gov

[] first class mail
[] certified mail
[ ] hand delivery

X email

[] first class mail
[] certified mail
[ ] hand delivery

<] email
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State of Idaho
DEPARTMENT OF INSURANCE

C. L. “BUTCH” OTTER 700 West State Street, 3rd Floor DEAN L. CAMERON
Governor P.O. Box 83720 Director
Boise, Idaho 83720-0043
Phone (208)334-4250
FAX # (208)334-4398

Meridian, Idaho

S . Pl"f‘ e hreie 11, 2018

The Honorable Dean L. Cameron
Director of Insurance

State of Idaho

700 West State Street

Boise, Idaho 83720

Dear Director:

Pursuant to your instructions, in compliance with Section 41-219(1), Idaho Code, and in
accordance with the practices and procedures promulgated by the National Association of
Insurance Commissioners (NAIC), we have conducted an examination as of December 31, 20186,
of the financial condition and corporate affairs of:

Blue Cross of Idaho Health Service, Inc.
3000 East Pine Avenue
Meridian, Idaho 83642

hereinafter referred to as the “Company,” at its offices in Meridian, Idaho. The following Report
of Examination is respectfully submitted.



SCOPE OF EXAMINATION

Period Covered

We have performed our examination of Blue Cross of Idaho Health Service, Inc., a health insurer
licensed to write business in the State of Idaho. The last examination was completed as of
December 31, 2012, This examination covers the period of January 1, 2013 through December
31, 2016.

Examination Procedures Employed

Our examination was conducted in accordance with the National Association of Insurance
Commissioners (NAIC) Financial Condition Examiners Handbook to determine compliance
with accounting practices and procedures in conformity with the applicable laws of the State of
Idaho, and insurance rules promulgated by the Idaho Department of Insurance (Department).
The Handbook requires that we plan and perform the examination to evaluate the financial
condition and identify prospective risks of the Company by obtaining information about the
Company including corporate governance, identifying and assessing inherent risks within the
Company and evaluating system controls and procedures used to mitigate those risks. The
examination also includes assessing the principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation, management’s
compliance with Statutory Accounting Principles (SSAPs) and NAIC Annual Statement
Instructions when applicable to domestic state regulations.

The Company retained the services of a certified public accounting firm, Eide Bailly LLP, to
audit its financial records for the years 2014 through 2016. KPMG LLP audited the Company’s
financial records in 2013. In a letter received on July 31, 2014, the Company notified the Director
that it changed its auditor from KPMG LLP to Eide Bailly LLP for the year ending December
31,2014,

Eide Bailly LLP allowed the examiners access to requested work papers prepared in connection
with its audits. The external audit work was relied upon where deemed appropriate.

All accounts and activities of the Company were considered in accordance with the risk-focused
examination process. The initial phase of the examination focused on evaluating the Company’s
corporate governance and control environment, as well as business approach, in order to develop
an examination plan tailored to the Company’s individual operating profile. A risk-focused
approach was determined appropriate.

The examination determined the risks associated with identified key functional areas of the
Company’s operations and considered mitigating factors. Interviews were held with the senior






